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701—19.6(422,423) Prefabricated structures.
19.6(1) Basic concepts and general rules. A “prefabricated structure” is any structure assembled

in a factory and capable of transport to the location where it will be used in the performance of a
construction contract by placement on a foundation either by the buyer or a designated contractor. The
term “prefabricated structure” includes a “modular home” as defined in rule 701—17.22(422,423), a
mobile home whether or not sold subject to the issuance of a certificate of title, “manufactured housing”
as defined in rule 701—33.10(423), sectionalized housing, precut housing packages, and panelized
construction. With a few major exceptions (see 19.6(2) below regarding the “60 percent rule” and rule
701—33.10(423) regarding the taxation of manufactured housing while it is real property), the sales and
use tax treatment of prefabricated structures generally follows the treatment of construction materials:
Tax is due when those structures are sold to or used by owners, contractors, subcontractors, or builders.
Sales of prefabricated structures which have not been erected on a foundation are considered sales of
tangible personal property and thus are taxable at the time of retail sale. The usual basis for computing
sales or use tax is the purchase price charged to a consumer or user by the seller of a prefabricated
structure. Custom Built Homes Co. v. Kansas State Commission of Revenue and Taxation, 184 Kan. 31,
334 P.2d 808 (1959). Sales or use tax is due on the full purchase price when a prefabricated structure
is delivered under a contract for sale or sold for use in Iowa. Dodgen Industries Inc. v. Iowa State Tax
Commission, 160 N.W.2d 289 (Iowa 1968).

19.6(2) Exceptions to the general rules. There are a number of exceptions to the general rules stated
above in 19.6(1). Those exceptions are applicable to modular and mobile homes and manufactured
housing. They are explained as follows.

a. Modular homes. Only 60 percent of the gross receipts from the sale of a modular home are
subject to Iowa tax. See rule 701—17.22(422,423). This rule is applicable only to a “modular home”
as that phrase is defined in rule 701—17.22(422,423) and not to other types of prefabricated structures
which do not meet the definition of the term such as sectionalized housing or panelized construction.
Also, the rule is not applicable to the sale of materials used in the assembly of a modular home, only to
the sale of the finished product.

b. Mobile homes and manufactured housing. Iowa use tax and not Iowa sales tax is imposed on
mobile homes or manufactured housing sold subject to the issuance of a certificate of title, and, similar to
19.6(2)“a” above, use tax is imposed only upon 60 percent of the purchase price of these mobile homes
or manufactured housing. See rule 701—32.3(423). All mobile homes andmanufactured housing sold in
Iowa or sold outside Iowa for use in this state are sold subject to Iowa use tax, whether sold for placement
within or outside a mobile home park; see Iowa Code chapters 423 and 435.

19.6(3) Tax consequences of sales of modular homes by various parties, some operating in a dual
capacity.

a. A retailer (dealer) who is not additionally a contractor or manufacturer of modular homes
purchases those homes tax-free from a wholesaler or manufacturer for subsequent resale to contractors
or owners. Tax must be collected when the dealer sells the modular home to an owner or contractor.

b. A contractor who is not a dealer must pay tax when purchasing a modular home for use in a
construction contract or for some other purpose. A contractor’s sale of a modular home to an owner or
another contractor is treated as explained in Examples 2 and 4 of rule 19.4(422,423).

c. A dealer who is also a contractor will purchase homes tax-free for inclusion in its inventory.
Tax is imposed when the dealer withdraws a home from inventory for sale or use in the performance of
a construction contract as explained in rule 19.4(422,423).

d. A manufacturer that acts as its own dealer and sells its own modular homes at retail to
contractors or owners will collect tax on the gross receipts from its sales of those modular homes
to its customers. This situation is in contrast to that described in subrule 19.6(4) below in which a
manufacturer uses its own modular homes in the performance of construction contracts and the tax due
is computed on a sum other than gross receipts from the sale of a home.

What is stated in this subrule concerning sales of modular homes is generally applicable to the use
tax on mobile homes and manufactured housing. However, one distinct difference is that mobile homes
and manufactured housing are seldom, if ever, purchased by a dealer for any subsequent use in the
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performance of construction contracts. A dealer will often purchase a mobile home or manufactured
housing for subsequent resale to a customer as tangible personal property and then will place or install the
mobile home or manufactured housing on a site prepared by the customer. This is not the performance of
a construction contract (see rule 19.7(422,423)), and the dealer is a retailer who installs tangible personal
property and is not a construction contractor.

19.6(4) Manufacturers who perform construction contracts. When companies whose principal
business is the manufacture of prefabricated structures use those structures in the performance of
construction contracts, this use is treated as a retail sale of the structures on the manufacturer’s part. See
rule 701—16.3(422,423) for a detailed description of the sales tax treatment of this sort of transaction.
The 60 percent rule (see 19.6(2) above) is not applicable when calculating the amount of tax owed by
a manufacturer.

19.6(5) Examples. The following examples are intended to illustrate who must collect or remit
sales or use tax when a manufacturer sells a modular home to a contractor or owner, or acts as a
contractor in erecting the home. The incidence of tax depends on several factors, such as the nature of
the manufacturer’s business, the point of delivery, the contractual agreement for erection and whether
or not a sale for resale has occurred.

EXAMPLE 1. The manufacturer is located outside Iowa. The manufacturer contracts with an Iowa
customer to build a home in its factory. The manufacturer also contracts to completely erect the home,
install the furnace, and do electrical and other necessary work to make the home ready for occupancy.
The main source of the manufacturer’s income relates to on-site construction. The manufacturer has
paid a sales tax equal to Iowa tax in its state of residency. The manufacturer would be considered to be
performing a construction contract in Iowa and would owe use tax in Iowa; however, a sales tax credit
would be allowed for tax paid to another state.

EXAMPLE 2. The manufacturer is located outside Iowa. An Iowa unrelated builder/dealer contracts
with the customer for the home and then contracts with the manufacturer for construction, delivery,
and installation on the customer’s foundation. The manufacturer delivers the home into Iowa on its
own truck. The customer, by contractual agreement, is obligated to pay for the home on delivery of
the property so the sale takes place in Iowa. In this situation, the manufacturer is involved in the sale of
tangible personal property rather than the sale of real estate and must collect Iowa sales tax on 60 percent
of the selling price to the Iowa builder/dealer.

EXAMPLE 3. The manufacturer is located outside Iowa. The manufacturer contracts to sell a home
to a customer (owner) in Iowa. The manufacturer hires a common carrier to deliver the home to the
Iowa customer. The manufacturer has no activity in Iowa that would create a “nexus” requiring the
manufacturer to collect Iowa tax. In this situation the Iowa customer is required to remit use tax on 60
percent of the purchase price of the home.

EXAMPLE 4. The manufacturer may be located in Iowa or outside Iowa. The manufacturer sells a
home to a dealer in Iowa who will resell the home to the final customer. The manufacturer may deliver
the home or delivery may be made by a common carrier. The manufacturer has no contractual obligation
for erection. In this situation the manufacturer is making a sale for resale and is not required to collect
tax. The manufacturer must have a valid resale certificate on file from the dealer. The dealer, if in Iowa,
would be required to collect tax when the home is sold.

EXAMPLE 5. The manufacturer is located in Iowa. The manufacturer sells a home to a customer
F.O.B. plant site. The manufacturer, under a separate invoice, agrees to transport the home to the job site
and also do the setup of the home.

The manufacturer should collect tax on 60 percent of the selling price of the home irrespective of
where final delivery occurs, as legal delivery occurs in Iowa. The transportation and setup charge are
not taxable when separately contracted for and separately invoiced. If these charges are not separately
stated and the sale contract is for a lump sum, the tax is computed on 60 percent of the lump sum selling
price.

EXAMPLE 6. The manufacturer is located in Iowa. The manufacturer contracts to furnish, deliver,
and perform the setup on a home in a state other than Iowa. The manufacturer withdraws the home from
inventory and transports the home to the other state for setup. In this example, the Iowa manufacturer
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does not owe any Iowa tax because Iowa Code section 422.42(12) exempts building materials and
supplies that manufacturers withdraw from inventory for construction outside Iowa.

EXAMPLE 7. The manufacturer is located in Iowa. The manufacturer sells a home to an Iowa
customer and agrees, under separate contract, to transport the home to the job site and perform the
setup. The manufacturer should collect tax on 60 percent of the selling price of the home. The customer
also wanted a garage. The manufacturer agreed to sell the lumber, nails, and shingles to the customer
who would build the garage. This sale would be considered a sale at retail and the manufacturer should
collect tax on the entire selling price of these materials. The same would be true if the manufacturer sold
appliances separate from the sale of the home; sales tax would be due on the entire selling price of the
appliances.

EXAMPLE 8. The manufacturer may be located inside or outside Iowa. The manufacturer sells a
modular home to a dealer who is a general contractor. The dealer subcontracts the work of placing the
home on a foundation to various third parties, who transport the home to its site, excavate for and pour
the concrete slab, and perform plumbing, electrical hookup, and all other services which are part of the
construction contract for placing the modular home at its location. Since the sale of the modular home
is to a dealer who is a contractor, the manufacturer will collect and the dealer will pay tax on 60 percent
of the modular home’s invoice price.


